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STATE PLAN UNDER TITLE X I X  o f  t h e  SOCIALSECURITYACT 

Managed Health Care 

STATE PLAN DEFINED HMO 

The StateMedicaidagency may c o n t r a c t  w i t h  managed c a r e  e n t i t i e s  who have 

been issued a C e r t i f i c a t e  o f  A u t h o r i t y ,  u n d e r  t h e  s t a t u t o r y  and r e g u l a t o r y  

a u t h o r i t y  o f  t h e  New JerseyDepartment o f  H e a l t h  and the  New Jersey 

Department o f  Insurance, t o  o p e r a t e  as a heal thmaintenanceorganizat ion 

(HMO), S t a t e w i d e  o r  w i t h i n  a geographicarea o f  t h e  S t a t e  o f  New Jersey. 


Under S ta te  regu la t i ons ,  an HMO must p rov ideo r  a r range  fo r  bas i c  hea l th  

careserv ices andany o therserv ices  mandatedby S ta te law  o r  regu la t i on .  

I n  a d d i t i o n ,  an HMO may prov ide  any supplementalheal thcareserviceswhich 

are  in  conformi ty  w i th  app l i cab le  laws and regu la t ions .  


Bas ichea l thserv icesinc ludehea l thpro fess iona lserv ices ,such as, b u tn o t  

l i m i t e dt o ,p h y s i c i a ns e r v i c e s ,r a d i o l o g y( d i a g n o s t i c  and the rapeu t i c ) ,  

l abo ra to ry ,non -phys i c ianhea l thca rep rac t i t i one rse rv i ces ,  and 24 hour 

emergency services-sevendays a week. I n s t i t u t i o n a ls e r v i c e sa r ec o n s i d e r e d  

bas ichea l thse rv i ces  and inc lude ,bu ta reno tl im i tedto ,i npa t ien t  

hosp i ta l ,  home hea l thserv ices ,  and o u t - o f - a r e ah o s p i t a ls e r v i c e sf o r  

a c c i d e n t a li n j u r yo r  emergency i l lness.Suppor tserv icesconsideredbasic  

h e a l t hs e r v i c e si n c l u d e ,b u ta r en o tl i m i t e d  t o ,  ambulance serv ices ,hea l th  

educat ionserv ices ,nu t r i t iona leducat ion  and counseling,medicalsocial 

serv ices ,prevent ivehea l thcareserv ices ,inc lud ingvo lun taryfami ly  

p lann ingserv ices  and t r e a t m e n t  f o r  i n f e r t i l i t y .  


I n  a d d i t i o n  t o  t h e s e  m e d i c a l  s e r v i c e s ,  t o  c o n t r a c t  w i th  Medica idthe HMO 
must a lsoprov ide  and ar rangefor  EPSDT services.Supplementalhealthcare 
servicessuch as n u r s i n g  f a c i l i t y  s e r v i c e s  may be prov idedbutarenot  
cons ideredbasicheal thserv icesforStatecontracted HMOs. . 

The HMO mustdemonstrate totheMedica id  agency th roughtheuseof  mapping 
and p r o v i d e r  l i s t i n g s  t h e  adequacy o f  t h e  p r o v i d e r  n e t w o r k  i n  r e l a t i o n  t o  
theMedica idpopu la t ion  and theserv ices i t  will provide.  

The HMO mustdemonstratef inancial soundness a c c o r d i n g  t o  S t a t e  r e g u l a t i o n  
and thep ro tec t i onaga ins ti nso l vencyi sassu redpr io rtothei ssuanceo f  a 
C e r t i f i c a t e  o f  A u t h o r i t y .  The HMO mustcontinue t o  demonstratesuch 
p r o t e c t i o n  on an ongoingbasis totheMedica idprogram by submi t t i ng  
q u a r t e r l yf i n a n c i a lr e p o r t st ot h eM e d i c a i d  agency. 
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STATE PLAN UNDER TITLE X I X  o f  the SOCIALSECURITYACT 

Managed Health Care 

In accordance with 42CFR 434.32 and 42 CFR 434.34, the HMO must have 
established an internal Utilization Management/Quality Assurance Program,
including grievance procedure/complaint system, that assures access and 
quality of care for its Medicaid enrollees. 
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STATE PLAN UNDER TITLE XIX OF THE SOCIAL SECURITY ACT 


STATE: Jersey New 

DEFINITION OFA STATE PLAN-DEFINED HEALTH MAINTENANCE 
ORGANIZATION (HMO) 

For purposes of this amendment, the Garden State Health 

Plan, a public Health Maintenance Organization(HMO), is a 

subdivisionof the single state agency, the New Jersey

Department of Human Services through the Division of Medical 

AssistanceandHealthServiceswhichadministersthe 

Medicaid (Title XIX) program, and provides services as set 

out in 42 USC 1396b(m)
(1)(A) (i) is organized pursuant to 

Section 1903 (m) (6) of the Social Security Act. 


The HMO is organized primarily for the purpose of providing

health care services. 


The services provided by an HMO to its enrollees are as 

accessible to said enrollees as those services are to non­

enrolled Medicaid recipients within the area served by the 

HMO. Individualswhowouldotherwiseloseeligibility

before the minimum enrollment period may be deemed eligible

for s i x  month periods beginning on the date the individual's 

enrollmentwiththeGardenStateHealthPlanbecomes 

effective, pursuant to 1902(e)
(2)(A). 


The Garden State Health Plan has made satisfactory provision

against the risk of insolvency. Medicaid enrollees will not 

be liable for the HMO's debts if the HMO should become 

insolvent. 


The funds used to operate the Garden State Health 'Plan will 

bemaintainedinseparateaccounts,anadministrative 

account and a service account, apart from the Division of 

Medical Assistance and Health Services general accounts. 


The State agrees to submit annually a separate document, 

subject to HCFA prior approval, which: 


(i) describes in full detail the State's rate setting
methodology f o r  G S H P  and demonstrates that the payments are 
made on an actuarially sound basis according to Section 
1903(m)( 2 )  (A)(iii). 

EFFECTIVE 




TheGSHPcapitationratesettingmethodologyisan 

experience based system. Rates are calculated on the basis 

of the paid claims experience for services included in the 

GSHP for a base year and projected forward to the rate year

with adjustments for inflation and other Plan developments.

These projected rates are labeled the Adjusted Average Cost 

per Eligible (ACPE). Twenty six rates are set for each of 

the ten counties in which the Plan operates to reflect 

experience correlated with the age, gender, and Medicaid 

eligibility category of Title
XIX eligible individuals. 


Capitation rates paid by the State to the GSHP are all­

inclusive,i.e.theyincludeadministrativeaswellas 

servicecosts.CapitationratespaidbytheGSHPto 

PhysicianCaseManagersarefurtherpartitionedinto 

Ambulatory and Inpatient ACPEs which, in turn, are divided 

intopaymentcategorieswhichincludeprepayment,case 

managementfee,referralandinpatienttrustfunds,and 

referral and inpatient reinsurance accounts. 


The GSHPemploysexperiencerating,themethodmost 

commonlyusedbycommercialinsurers,sincethismethod 

allows for prepaid rates to vary among groups, defined by

variousparameters,inaccordancewithdifferencesin 

historical utilization patterns. Actuarial methods for rate 

settingwererejectedsincehistoricaldata of great

precision and high levels of disaggregation were available. 

Thus, those actuarial techniques which, in part, compensate

for the absence of such deterministic information, were 

unnecessary. Subsequent experience confirms this approach.

Forexample,astudyofactuarialrate-settingforthe 


ProgramWisconsin that
Medicaid in established the 

difficultiesandcostsofimplementingsuchasystem


savingsthe (e.g.,,
exceeded the potential to state 

adjustments of rates for age and sex of eachHMO enrollee 

were considered). The GSHP does however incorporate these 

adjustments, as well as county of residence and category of 

eligibility, as part of its rate setting. 


(ii) The State also agrees to submit annually a separate

document, subject to HCFA prior approval, which demonstrates 

thatFederalmatchingpaymentsunderMedicaidforthe 

services furnished by the GSHP will be lower than if the 

same services were to be provided by the State on a fee-for­

service basis (Section
1903 (m)(6)(B)  (iii)) . 
FederalmatchingpaymentsunderMedicaidforservices 


under the Garden State Health Plan (GSHP) will be lower than 

if the same services were to be provided by the State on a 

Fee-for-service (FFS) basis for two reasons. 


-	 The State pays the GSHP an all-inclusive capitation 
rate which is lower than the Average Cost per Eligible
(ACPE)for theactuariallyequivalentpopulation. 
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all-inclusive nature of this rate, 

administrative costs as well as service costs are 

included. 


-	 The Plan pays its Physician Case Managers (PCMs) a 
capitation rate which allows for adequate reinsurance 
reserves. These reserves, together with the operation
of the GSHP's Fund system, generate additional savings 
to the State and Federal payors. 

The Divisionof Medical Assistance and Health Services will 

contract for PRO review
of the qualityof services provided

by the GSHP, with an organization that reviews services 

pursuant to a contract under Section
1876 in accordance with 
Section 1903(m)(6)(B)(iv). 
TheDivisionwillsubmitannuallytoHCFAsupporting

documentation describing the GSHP and documentation between 

the GSHP and the Divisionof Medical Assistance and Health 

Services concerning implementation of the undertaking for 

the purpose of enabling the Regional Office to determine 

approvalandre-approvalonanannualbasis(Section 

1903(m)(6)(C)1 

The GSHP recognizes that it is not eligible for a Section 
1915(b) waiver in accordance 1903(m)(6)(D). 
The Division ,will comply 1902(e)( 2 )  (A) in guaranteeing 
a person's Medicaid eligibility f o r  GSHP benefits for 6 

the date of enrollment in themonth periods from GSHP. 



